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BANK RESERVES IN THE UNITED STATES, 
CANADA, AND ENGLAND. 



Bank reserves are for two purposes: first, to keep credit 
firm by the possession of enough cash to redeem such 
notes or deposits as may be presented for payment from 
day to day in the ordinary course of business; and, second,, 
to be able to respond to unusual and unexpected demands, 
for cash. In addition, after being sufficient to serve these 
purposes, they may be regarded as a potential loaning 
power, and may be utilized to prevent, so far as may rea- 
sonably be, extreme fluctuations in interest rates, which 
are equally disturbing to business and disadvantageous 
to the banks. 

How large reserves should be kept to accomplish either 
or all these ends is a question that is likely to meet with 
increasing attention and study in the near future. Already 
it is causing a great deal of discussion in England. Before 
even an approximate estimate can be made, it is absolutely 
necessary that it be known what reserves are being carried 
at piesent. It is with the hope of furnishing informa- 
tion on this essential point that the present article is 
written. 

The plan briefly is to group the banks of deposit of each 
country under consideration, to consolidate their balance 
sheets, and therefrom to ascertain their net liabilities 
and the amounts of actual cash carried. Savings-banks 
and similar institutions are excluded, as their requirements 
as to reserves are naturally different from those of ordinary 
banks of deposit and discount. It is presumed that the 
reader is familiar with the banking conditions of the three 
countries discussed. 
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II. 

In the United States we have to consider banks of four 
classes, — national, state and private banks, and trust 
companies. The following consolidated balance sheet 
is compiled from the returns of the national banks for 
November 12, 1906, and from those of the State and 
private banks and trust companies "for 1906," all as 
given in the reports of the Comptroller of the Currency. 
It is to be regretted that it is necessary to combine the 
returns of the State banks and trust companies; but, as 
the Comptroller of the Currency includes under the classi- 
fication "State banks" a number of trust companies that, 
In his opinion, were banks of discount and deposit in fact, 
and trust companies in name only, it is deemed better 
to group the two classes as one. The returns of the 
national banks are absolutely complete, but those of the 
others are only approximately so. The missing returns 
are, however, only a small fraction of the whole, and, if 
they could be obtained, would effect the percentage of 
reserve but very little, probably decreasing it a trifle. 



6,199 National 

Banks Nov 

12, 1906 

(Millions.) 

Loans and discounts . . $4,366.0 

Overdrafts 53.7 

United States govern- 
ment bonds 653.8 

Bonds, stocks, and se- 
curities 724.0 

Real estate furniture and 

fixtures 166 6 

Due from other banks 

and bankers 1,139.6 

Checks and other cash 
items, including ex- 
changes for clearing 
house 414.1 

Cash on hand 634 5 

Five per cent, redemp- 
tion fund 26.5 

Other resources .... 5.7 

$8,185.0 



9,604 State 
Banks and 
Trust Com- 
panies for 
1906. 


929 Pri- 
vate Banks 
for 1906. 


Total. 

16,732 re- 
porting 
banks. 


(Millions ) 


(Millions ) 


(Millions.) 


$3,850.2 


$94.4 


$8,310.7 


33.0 


2.0 


88.9 


7.2 


.5 


661.6 


1,165.9 


6.5 


1,896.6 


194.6 


6.7 


368.0 


802.1 


24.7 


1,966.4 


99 8 


.6 


514 7 


302.0 


6.7 


943.3 








26 5 


180.9 


1.4 


188.2 


$6,636.2 


$144.0 


$14,965.3 
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9,604 State Total. 
Banks and 
6,199 National Trust Com- 929 Pri- 16,732 re- 
Banks Nov. panies for vote Banks porting 
12,1906. 1906. for 1906. banks. 

(Millions ) (Millions.) (Millions.) (Millions ) 

Capital stock $847.5 $690.2 $20.0 $1,557.7 

Surplus and undivided 
profits 687.6 646.4 8.8 1,343.0 

Circulation net outstand- 
ing 507.3 — — 507.3 

Individual deposits . . 4,289.7 4,750.4 109.9 9,150.1 

Due to other banks and 

bankers 1,599.9 343.3 1.8 1,945.1 

United States deposits 
and deposits of United 
States disbursing offi- 
cers 140.4 — — 140.4 

Other liabilities .... 112.4 205.8 3.3 321.5 

$8,185.0 $6,636.2 $144.0 $14,965.3 

From the above we find the deposit liabilities of the 
banks, other than deposits with each other, to be as follows : 

Individual deposits in the national banks $4,289,773,899 

" " " " State banks and trust cos., 4,750,401,919 

" " " " private banks 109,947,509 

United States government deposits in the national 

banks 140,401,722 

Deposits of savings-banks in other banks 1 156,764,518 

$9,447,289,567 

Of the deposits of the banks with each other we need 
take no account, as we are concerned only with their deal- 
ings with the community. Of course, this can be done 
only from the standpoint of considering all the banks 
consolidated, as it were. In the case of any one bank or 
group of banks the deposits of other banks would have to 
be included. 

In addition to the above $9,447,289,567 of deposits, 
there is another liability of the banks to the people, in 
the outstanding national bank-notes. There is no special 

1 See Report of Comptroller of the Currency, 1906, p. 35. 
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reserve required or kept for these notes; and, as they 
are precisely as much a liability as deposits, each being 
nothing more than a promise to pay, their amount must 
be added to the deposits to obtain the banks' total lia- 
bility. It may be argued that, since the government 
guarantees their redemption on demand, they occupy 
the position of legal tender, and need not be considered 
in the question of reserves. But, tho the government 
does redeem, it immediately makes itself good from the 
redemption fund furnished by the banks. The ultimate 
burden of redemption is on the banks, as it should be. 
It therefore seems proper to consider the notes as a liabil- 
ity against which a reserve should be kept. Their net 
amount outstanding is therefore added to the deposits 
as follows: — 

Deposits as above $9,447,289,567 

Net circulation outstanding November 12, 1906 . . . 507,326,146 

$9,954,615,713 

Against this liability of nearly ten billions the amount 
of actual cash was: — 

Cash in national banks $634,550,158 

" " 5 per cent, redemption fund 26,546,111 

" " State banks and trust companies 302,047,098 

" " private banks 6,761,156 

$969,904,523 
equivalent to 9.73 per cent, reserve. 

The cash held by the national banks consisted of specie 
and legal tenders. What the other banks held is not 
exactly known,- as their returns on this point are incom- 
plete. In a number of cases the cash held is unclassified. 
But the amount in doubt is not large in proportion to 
the whole. Taking the usual ratio in estimating mixed 
bills, we are probably within the facts in estimating that, 
of the unclassified cash, $25,000,000 were national bank- 
notes. Now it is debatable whether bank-notes should 
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be included in the reserves of State banks or trust com- 
panies. Certainly, they ought not to be included in the 
reserves when, as now, all the banks of the country are 
being considered as one. Excluding the $25,000,000, 
the reserve would be reduced to 9| per cent. 

The national banks alone held 13.39 per cent, reserve 
against their individual and government deposits and 
circulation; against individual and government deposits 
alone 14.92 per cent. The State banks and trust companies 
held against their individual deposits 6.35 per cent., and 
the private banks 5.24 per cent. 

If objection should be made to the inclusion of the 
national bank-notes in the liabilities of the banks, the 
situation would stand thus : — 

Deposits as above $9,447,289,567 

against which was carried 

Cash in national banks $634,550,158 

" " State banks and trust companies 302,047,098 

" " private banks 6,761,156 

$943,358,410 
equivalent to 9.98 per cent, reserve. 

As the bank-notes are excluded from the liabilities, it is, 
of course, necessary to exclude the 5 per cent, redemption 
fund from the assets. 

The following table is of interest as showing the tendency 
of the reserves of the national banks to decrease during 
the past decade. The first column gives the total "net 
deposits." 1 The second column gives the reserve held 

1 The "net deposits" are the amount, as computed by the Comptroller of the 
Currency, on which a reserve must be kept. It includes the amounts due to na- 
tional banks other than reserve agents, to State banks and bankers, to trust com- 
panies and savings-banks, and to approved reserve agents, — less the amounts due 
from national banks other than reserve agents and due from State banks and 
bankers, — and dividends unpaid, individual deposits, and deposits of United States 
disbursing officers, less exchanges for clearing house, national bank-notes and 
amount due from United States Treasurer. It will be noted that government 
deposits are not mcluded. 
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in specie and legal tender plus the 5 per cent, redemption 
fund (as allowed by the Comptroller) plus the amount 
on deposit with reserve agents. The fourth column gives 
the reserve in actual cash, specie and legal tender. 
Similar figures cannot be given for the State banks and 
trust companies; but, were they obtainable, it is not 
unlikely that they would show a similar tendency. 

National Banks (on or about October 1). 



Net 
deposits. 

{Millions ) 

1880 968.0 

1881 1,111.6 

1882 1,118.6 

1883 1,168.7 

1884 1,098.7 

1885 1,248.2 

1886 1,301.8 

1887 1,388.4 

1888 1,543.6 

1889 1,655.5 

1890 1,758.7 

1891 1,758.6 

1892 2,022.5 

1893 1,573.7 

1894 2,019.2 

1895 1,989.3 

1896 1,798.7 

1897 2,195.6 

1898 2,479.7 

1899 3,031.5 

1900 3,281.0 

1901 3,661.6 

1902 3,844.4 

1903 3,863.5 

1904 4,400.9 

1905 4,735.5 

1906 4,927.9 



Reserve 

held in 

cash, in 

redemption 

fund and 

on deposit. 


Ratio 

of 

column 2 

to 
column 1. 


Reserve 
in cash. 


Ratio 

of 

column 4 

to 
column 1. 


(Millions ) 




(Millions.) 




323.0 


33.4 


172.5 


17.7 


321.6 


28.9 


172.6 


15.5 


303.9 


27.2 


174.8 


15.6 


328.9 


28.1 


188.4 


16.1 


346.1 


31.6 


219.8 


20.0 


415.4 


33.3 


263.5 


21.1 


377.2 


29. 


225.1 


17.3 


394.2 


28.4 


245.0 


17.6 


446.2 


28.9 


268.2 


17.3 


459.6 


27.8 


264.0 


15.9 


478.2 


27.2 


282.7 


16.0 


497.4 


28.3 


296.8 


16.8 


570.9 


28.2 


327.4 


16.1 


513.9 


32.6 


346.4 


22.0 


660.4 


32.7 


402.9 


19.9 


571.4 


28.7 


340.1 


17.1 


543.6 


30.2 


343.1 


19.0 


695.9 


31.7 


388.9 


17.7 


750.5 


30.1 


420.7 


16.9 


890.5 


29.3 


466.3 


15.3 


983.3 


29.7 


518.5 


15.8 


1,012.2 


27.6 


539.5 


14.7 


804.3 


20.9 


508.0 


13.2 


850.8 


22.0 


554.3 


14.3 


987.1 


22.4 


661.5 


15.0 


1,027.3 


21.7 


665.6 


14.0 


1,020.2 


20.7 


626.0 


12.7 
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III. 

In Canada we have only to consider the banks chartered 
by the Dominion government. The law requires no 
reserve to be kept against either notes or deposits. But 
the banks are obliged to file every month with the Depart- 
ment of Finance statements of their conditions. A copy 
of the summary of these statements for the month ending 
December 31, 1906, is here given. It will be noticed in 
this summary that the deposits are entered in two classes, 
the first payable on demand and the second payable after 
notice or on a fixed day. The first class consists of deposits 
which may be checked against, and on which, as a rule, 
interest is not paid; the second, of deposits upon which 
interest is paid and which are not subject to check. Tech- 
nically, on this second class the banks have the privilege 
of requiring notice before payment, but, practically, that 
privilege is waived; and the second class is payable equally 
with the first class on demand. 

Chartered Banks of Canada, December 31, 1906. 

Liabilities. 
36 Banks: 

Capital subscribed $97,269,303 

Capital paid up 95,509,015 

Rest 69,258,007 

Notes in circulation 78,416,780 

Due Dominion government 4,730,421 

Due Provincial governments 9,687,270 

Deposits on demand 192,143,482 

Deposits payable after notice or on a fixed day . . . 398,765,182 

Deposits elsewhere than in Canada 64,191,182 

Loans from other banks in Canada secured including 

bills rediscounted 5,717,720 

Deposits made by and balances due to other banks 

in Canada 6,395,645 

Balances due to agencies of the bank or to other banks 

or agencies in the United Kingdom 8,207,158 

Balances due agencies of the bank or to other banks 

or agencies elsewhere than in Canada and the 

United Kingdom 1,716,823 

Other liabilities 12,684,795 

Total liabilities $782,656,528 
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Specie $23,752,750 

Dominion notes 44,266,154 

Deposits with Dominion government to secure note cir- 
culation 4,327,669 

Notes and checks on other banks 38,937,901 

Loans to other banks in Canada secured, including bills 

rediscounted 5,717,714 

Deposits made with and balances due from other banks 

in Canada 9,832,685 

Balances due from agencies of the bank or from other 

banks or agencies in United Kingdom 7,844,990 

Balances due from agencies of the bank or from other 
banks or agencies elsewhere than in Canada or United 

Kingdom 15,512,627 

Dominion and Provincial government securities .... 9,536,448 

Canadian municipal and British or foreign securities . . . 21,376,833 

Railway and other bonds, debentures and stocks . . . 41,455,319 

Call and short loans on stocks and bonds in Canada . . . 57,511,747 

Call and short loans elsewhere than in Canada 58,958,156 

Current loans in Canada 548,684,480 

Current loans elsewhere than in Canada 36,474,231 

Loans to government of Canada 3,217 

Loans to Provincial governments 1,356,967 

Real estate other than bank premises 918,028 

Mortgages on real estate sold by bank 420,959 

Overdue debts 3,048,289 

Bank premises 14,860,607 

Other assets 9,394,586 

Total assets 954,192,546 

According to the above statement the total deposits were 
$669,517,537, and the gross note circulation $78,416,780, 
a total of $747,934,317. Against this sum was held $68,018,- 
904 specie and legal tender, a cash reserve of 9.09 per cent. 

In addition to their cash the banks held on deposit in 
foreign banks $13,433,636. This amount is the difference 
in the above statement of the balances due from agencies 
of the bank or from other banks or agencies in the United 
Kingdom, and elsewhere than in Canada and the United 
Kingdom, and similar balances due to. These foreign bank 
balances are principally deposits in London, New York, 
and Chicago, and in estimating the reserve certainly ought 
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to be included as much as the deposits of our national banks 
with each other. Adding $13,433,636 to the specie and 
legal tenders as above, we have a total of $81,452,540 in 
cash and on deposit, or 10.88 per cent, reserve. 

The following table shows the circulation and deposit 
liabilities of the banks since 1890, together with their re- 
serves in cash and on deposit and their proportions : — 



Dec 31. 

Year. 


No. of 

Banks. 


1 

Grose 

circulation 

and 

deposits. 


2 

Specie 

and 

legal 

tenders. 


3 

Net 

foreign 

balances. 


Ratio of 
column 2 

to 
column 1. 


Ratio of 
columns 
2 and 3 

to 
column 1 






{Millions.) {Millions. 


(Millions.) 






1890 . . 


. 40 


$174.7 


$16.3 


$11.7 


9.34 


16.03 


1891 . . 


. 38 


194.3 


15.9 


22.1 


8.17 


19.58 


1892 . . 


. 39 


213.8 


19.1 


18.5 


8.88 


17.57 


1893 . . 


. 39 


211.3 


21.0 


17.4 


9.92 


18.18 


1894 . . 


. 38 


222.1 


23.2 


24.7 


10.45 


21.57 


1895 . . 


. 38 


226.9 


24.2 


21.7 


10.66 


20.25 


1896 . . 


. 38 


235.2 


23.8 


23.1 


10.12 


19.97 


1897 . . 


. 38 


267.4 


26.0 


38.1 


9.72 


23.95 


1898 . . 


. 38 


294.3 


26.0 


32.6 


8.85 


19.93 


1899 . . 


. 38 


326.3 


27.5 


29.1 


8.42 


17.34 


1900 . . 


. 36 


356.1 


31.5 


12.2 


8.86 


12.28 


1901 . . 


. 34 


428.7 


32.7 


16.1 


7.62 


11.37 


1902 . . 


35 


477.5 


37.6 


15.9 


7.87 


11.21 


1903 . . 


. . 33 


504.7 


47.0 


17.2 


9.32 


12.73 


1904 . . 


. . 34 


569.4 


56.0 


26.2 


9.84 


14.44 


1905 . . 


. . 34 


637.8 


58.7 


17.0 


9.20 


11.86 


1906 . . 


. 36 


747.9 


68.0 


13.4 


9.09 


10.88 



It will be noticed in the above table that the reserve in 
cash has been maintained at about the same percentage in 
a remarkably even way. The decline in the reserves of 
cash and on deposit is probably more apparent than real. 
There is reason to believe that, when the Act of 1900 re- 
quired a more detailed classification of the loans held, sev- 
eral of the larger banks entered, under the head of "call and 
short loans elsewhere than in Canada," loans made by their 
agencies in the United States and which they had previously 
entered under the heading "balances due from agencies," 
etc. This would account for the sudden drop in their for- 
eign balances in 1900. 
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IV. 

When the student turns to the United Kingdom and 
attempts to view banking conditions as they exist there 
to-day, he finds a situation very different from that in Canada 
or the United States. In the first place the banks are not 
obliged by law to keep reserves or even to make reports or 
statements of their condition. It is, therefore, difficult 
even to know how many banks exist. Apparently, there 
are, exclusive of some sixty to seventy colonial and foreign 
banks, about two hundred joint stock and private banks, 
with some 7,500 offices. It is only within the last thirty 
years that expediency has induced some among them to 
make statements of their condition to their stockholders. 
Indeed, in 1877, when the well-known English writer, Mr. 
Palgrave, sought to compile such figures, he was assured 
by people of great experience and high in authority that 
it could never be done. But time has brought about a 
change, and to-day ninety-nine banks, including most of 
the large banks (and, of course, the Bank of England), 
make annual returns. These returns are by no means com- 
plete, but they give us a good deal of information. 

The following summary or consolidated balance sheet of 
the banks making returns for the year 1905 is from the 
London Bankers' Magazine for April 1906: — 

Liabilities. 

Capital £84,564,375 

Rest 49,019,032 

Acceptances, indorsements, etc 33,312,891 

Deposits and current accounts 881,546,816 

Note circulation 43,863,946 

Miscellaneous liabilities 8,085,999 

Total £1,100,393,059 



Cash in hand, at call, and on short notice £253,147,748 

Government securities 102,623,577 

Other securities 111,091,301 

Bills discounted, advances, and loans 572,776,036 

Acceptances, indorsements, etc., per contra 33,312,891 

Buildings and sundry assets 27,441,506 

Total £1,100,393,059 
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For convenience the Bank of England statement for 
December 29, 1905, is also given. This statement is in- 
cluded in the consolidated balance sheet: — 

Bank op England. 

Issw Department. 

Liabilities. Assets. 

Notes issued £45,648,245 

Government debt £11,015,100 

Other securities 7,434,900 

Gold coin and bullion 27,198,245 

£45,648,245 £45,648,245 

Banking Department. 

Proprietors' capital £14,553,000 

Rest 3,273,248 

Public deposits 7,816,972 

Other deposits 44,221,033 

7 day and other bills 99,413 

Government securities £12,798,989 

Other securities 39,535,486 

Notes 16,297,185 

Gold and silver coin 1,332,006 

£69,963,666 £69,963,666 

As Mr. Palgrave estimates the total deposits of the banks 
of the United Kingdom, exclusive of those of the colonial 
and foreign banks, at from one thousand to eleven hundred 
million pounds, the above summary represents perhaps 80 
per cent, of the resources and liabilities of the banks of the 
country. 

The liabilities first claim our attention. Omitting the 
acceptances and indorsements, which are a contingent 
liability and concerning which it is a debated question as 
to whether they require a reserve, we find that the banks 
are liable to the community for their deposits, current 
accounts, and note circulation in the sum of £925,410,762. 
Against this amount there are held in "cash" £253,147,748 
(including the coin and bullion held by the Bank of England 
in both its departments). This so-called cash reserve equals 



460 QUARTERLY JOURNAL OF ECONOMICS 

27 per cent, of the liabilities, and compares with 27 per 
cent, in 1904, 26 per cent, in 1903, 28 per cent, in 1902, 27 
per cent, in 1901, 23 per cent, in 1900, and 24 per cent, in 
each of the years 1899-1898 and 1897. 

But this " cash " reserve is, in fact, by no means a reserve 
of cash. It includes not only cash in hand,but "cash" at call 
and at short notice, and there are no official figures to give 
the proportion of each item. It is much to be regretted that 
this is the case. Still, some progress can be made, tho it 
will be far from satisfactory, and the conclusion arrived at 
can be at best only a guess. 

Twenty banks return under separate headings (1) the 
cash in hand and on deposit in the Bank of England, (2) 
money at call and on short notice, and show about equal 
aggregate amounts so held. Banks making this distinction 
in their accounts are probably quite as strong in the per- 
centage of cash in hand and on deposit in the Bank of Eng- 
land as those banks that do not so differentiate; and it is 
a fair presumption that, of the total of £253,147,748 " cash " 
held by all the banks, not over one-half, or say £125,000,000, 
is in hand or on deposit in the Bank of England. Altho 
the Bank of England has not since 1877 stated the amount 
of deposits of the other banks, it is good opinion that they 
amount to from £20,000,000 or £30,000,000, or from 50 to 
75 per cent., of the "other deposits "(that is, deposits other 
than those of the government). Calling them £25,000,000 
and subtracting that amount from £125,000,000, we have 
left £100,000,000 " cash in hand, " or 10.8 per cent, reserve. 
But part of this " cash in hand " consists of Bank of England 
notes; and it is understood that part represents checks for 
clearing and remittances in transit. The amount of Bank 
of England notes outstanding, exclusive of those held by 
the bank itself, was £28,500,000. For the sake of argu- 
ment we may say that half was held by the banks. An 
estimate by an English writer, Mr. Gibson, places the amount 
at twenty millions. The total clearings of the London and 
provincial clearing houses for the year 1905 were £12,900,- 
000,000, or at the rate of £43,000,000 a day. As the re- 
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porting banks represent about 80 per cent, of the banking 
done in the United Kingdom, 80 per cent, of £43,000,000, 
or £34,000,000, might represent their checks for clearing 
and remittances in transit. Calling it £25,000,000 (to be 
on the safe side), and deducting that amount, and £14,000,- 
000 for the Bank of England notes held by the banks, from 
£100,000,000 "cash in hand," and there is left £61,000,000, 
which may be the specie held by the banks. This estimate 
is in accord with current figures as to the total specie in 
the country. In November, 1905, Mr. A. Clayton Cole, a 
director of the Bank of England, estimated that the total 
stock of gold in the United Kingdom, both in the pockets 
of the people and in the banks, was about £110,000,000; 
and the director of the United States Mint estimates the 
stock on December 31, 1905, at £112,000,000. If the esti- 
mate of £61,000,000 held by the banks is accurate, the 
specie reserve would be about 6 5 per cent, nearly one-half 
of it, or £28,500,000, being in the Bank of England. 

It may be objected that, as Bank of England notes are 
legal tender, they should be included as cash. The above 
figures would then have to be altered as follows : the £253,- 
147,748 "cash at hand and at short notice" would be re- 
duced by £27,198,245, the amount of specie and bullion 
held by the Issue Department of the Bank of England, 
and increased by £16,297,185, the amount of notes held 
by the Banking Department, and would become £242,- 
246,688. One-half of this amount, or £121,000,000, would 
be the cash at hand and on deposit, and £96,000,000 the 
cash at hand. Deducting the same allowance of £25,000,000 
for checks for clearing and remittances in transit, there is 
left £71,000,000 specie and Bank of England notes, or 
7.6 per cent, reserve. 

An interesting corollary is the condition of the joint stock 
banks exclusive of the Bank of England. Deposits, current 
accounts, and circulation would then be £843,922,274, 
specie £32,500,000, and specie and legal tenders £46,500,000. 
The reserve in specie would be 3.8 per cent., and in specie 
and legal tenders 5.5 per cent. 
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During the last few years there has been much discussion 
in England regarding the inadequate reserves of the banks. 

As illustrating the criticism of the present situation, the 
following from the London Bankers' Magazine for May, 1906, 
is of interest: — 

While the specie reserves of individual banks have recently, in some 
cases, been increased, there has been scarcely a corresponding increase 
in the reserve of the Bank of England. It is true that as compared 
with the amount held twenty-five or thirty years since there has been 
a considerable increase. The liabilities of the bank, however, have 
increased more largely than the reserve, and the proportion of the 
reserve itself to the liabilities of the banks generally is distinctly smaller 
on average than it used to be. ... Up to the present time none of the 
suggestions made for meeting the difficulty have been found practi- 
cable, though the risks to our business supremacy which an inadequate 
specie reserve implies increase, and meanwhile the constant variation 
in the bank rate, which are closely connected with the narrow limits 
of the reserve, are the source of continual injury to business. 

The London Economist of November 25, 1905, comment- 
ing upon the situation, says, — 

The only question remaining in regard to it [the gold reserve] is 
how such a perilous defect in our monetary system is to be remedied. 

It is hard to see how progress in reaching a solution of 
this difficult problem can be made until the facts are known; 
and these cannot be known until the banks are obliged to 
make complete and uniform statements. 1 

F. S. Mead. 
Brookline, Mass. 

1 Since the above was put m type, the statement of the banks for 1906 have come 
to hand The deposits, current accounts, and note circulation were £954,925,638: 
the cash at hand, at call, and on short notice, £261,637,514: the ratio 27 per cent., 
the same as in 1905. The deductions drawn from the statements of 1905 and the 
ratios obtained, if correct for 1905, would be equally so for 1906. 



